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ECONOMIC MOBILIZATION IN NETHERLANDS INDIA 
Ellen van Zyll de Jong 


ISCUSSING the trend toward a planned economy in 
Netherlands India, a writer in this journal re- 
ported in August 1939: “Although other developments 
of recent years in the Far East have been more spec- 
tacular, few have been more interest- 
Base Already ing than the progressive modification 
Set Up of the economic system of Netherlands 
India in the direction of closer, more 
detailed and far more studied government control.” 
Since that date the world situation has been altered 
almost beyond recognition, but the work done in the 
six prewar years is proving of cardinal value as a base 
for meeting the emergencies which have resulted from 
the European complications. Maintaining that they 
will “see it through” to the extreme of blowing up their 
oil wells, the authorities of Netherlands India are now, 
just as quietly as in the earlier years, concentrating all 
their efforts on the mobilization of the islands’ eco- 
nomic resources. 

Nothing has been allowed to interrupt the completion 
of old plans and the application of new ones. In every 
field of economic endeavor measures are being taken 
to ensure a smoothly running system of production and 
distribution, to protect the standard of living and to so 
organize the country’s economic structure that it can 
exist and perhaps flourish alone. Even before the war 


broke out in Europe, preparations were made to guar- 
antee the islands’ sixty million inhabitants a regular 
food supply in the event of disruption of transportation 
lines. The industrialization program has been pressed 
with renewed vigor and the distribution of vital raw 
materials has been subjected to strict control. Further 
measures have been taken to protect shipping on the 
high seas and trade is being closely controlled in order 
to preserve cargo space for the most necessary com- 
modities. 
Although policies are still being directed by the 
Netherlands Government exiled in London, it is signifi- 
cant that the position of the Governor- 
More Power General of Netherlands India has grad- 
for Governor- ually been strengthened. In September 
General 1939, a General Authorization Ordi- 
nance was passed which gave him the 
power to make any laws or regulations for the defense 
of the country or for economic mobilization during 
times of war or danger of war; he may also request 
the cooperation and the services of communities, indus- 
tries or individuals not in the army or the navy. Mea- 
sures passed on the basis of this ordinance are effective 
for six months but may be renewed for three-month 
periods, until war or the danger of war ceases. 
Still under discussion at last reports is the proposal 


— 255 — 
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made last August for the creation of a special cabinet 
to advise the Governor-General on political affairs. 
Normally this function has been handled by the Gen- 
eral Secretary, but with the expanding sphere of domes- 
tic regulations, the latter’s task has become more and 
more confined to the preparation of bills to be pre- 
sented to the Governor-General. Another reason given 
for setting up a political cabinet is that it would pro- 
vide a framework for the newly inaugurated Govern- 
ment News Service. The task of this body is to super- 
vise and pass on the news coming through foreign 
services. Although it is not meant to take the place of 
private news agencies in the Indies, it will attempt to 
see that “special kinds of news are in conformity with 
that of the Government News Service.” 

When the mother country capitulated to the German 
army, Netherlands India was immediately declared to 
be in a state of martial law. Measures 
were passed to prevent the outflow as 
well as the hoarding of money, and, in 
order to stabilize the Netherlands In- 
dies guilder, the islands became part of the British 
sterling bloc. German and Danish nationals and mem- 
bers of the National Socialist Party were interned and 
their possessions taken over by the government. Fur- 
thermore, every effort was made to aid the allied coun- 
tries as much as possible. 

The first currency regulations passed banned the 
export of foreign and domestic currencies, negotiable 
paper and credits ; merchandise could only be exported 
if the equivalent value were paid in foreign exchange. 
Foreign exchange received after the date the ordinance 
became effective was held at the disposal of the Java 
Bank. In another emergency measure, persons possess- 
ing silver coin amounting to more than 500 guilders 
were ordered to submit a statement of their holdings; 
silver held by any person in excess of 500 guilders must 
be sold to the Director of Finance to be converted into 
other forms of legal tender. The Director of Finance 
was also given the power to take any steps necessary to 
carry out the provisions of this decree, but since the 
immediate response of the public was satisfactory, such 
steps were not taken. Again, although these regulations 
were meant to be temporary, they were in fact so all- 
inclusive that subsequent measures left many of the 
original provisions intact and dealt only with the de- 
tails of currency control. 

In order to “promote the availability of the foreign 
exchange required for the maintenance of the domestic 

economy and the proper and practical 
Strict use of foreign exchange on hand” a 
Regulation Foreign Exchange Institute was cre- 
of Exchange ated. Also set up was a Foreign Ex- 

change Fund under the management of 
the Java Bank, subject to regulations issued by the 
Governor-General. Further measures specified that all 


Martial 
Law 
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persons must declare their unmanufactured and coined 
gold in whatever form, to be sold to the fiscal authori- 
ties for the benefit of the Fund; this ruling applied to 
government pawn shops and the native population as 
well as to all persons requiring gold for ordinary busi- 
ness. Gold mining companies must deliver their output 
each month. Only the Java Bank and those persons 
needing gold for legitimate business purposes may ob- 
tain the metal from the Fund. Individuals holding 
stocks and shares outside the Indies must deliver a 
statement of their holdings and must deposit them with 
the agents of Netherlands Indies banks abroad. Import 
and export of stocks and shares are prohibited. 

Only through the Foreign Exchange Institute is it 
possible to obtain currency needed for payment for 
imports into Netherlands India; the purchase price for 
such imports, unless otherwise stipulated by the Insti- 
tute, is based on the current price at the point of deliv- 
ery. This measure is intended to prevent fictitiously 
high prices and foreign exchange speculation. As re- 
gards exports, the sales price is also established in con- 
formity with the current market price at the place of 
delivery, in the foreign currency designated by the 
Institute. This measure is intended to benefit the local 
foreign exchange position through the yield of Nether- 
lands Indies exports, while the power to specify cur- 
rency for payment is to make sure that wherever pos- 
sible payment shall be in U. S. dollars, the currency 
most needed at the present time. Terms of payment are 
also subject to regulation in order to forestall the 
granting of unduly long-term credits on export ship- 
ments. 

The question of what to do about German nationals 
and members of the National Socialist Party was one 

of the first problems facing the Nether- 


Enemy lands Indies Government when the 
Property mother country was invaded by the 
Seized German army. According to one news- 


paper, there are now approximately 
5,000 “fifth columnists” interned, and new arrests are 
being made daily. German property was also taken over 
by the government. Eighteen German and two Danish 
ships docked at various Netherlands Indies harbors 
were captured immediately. This was brought about in 
an interesting manner, according to one story. Shortly 
before the invasion of the Low Countries, a number of 
coded messages were cabled by the German Govern- 
ment through a Batavia telegraph office to the various 
German ships lying in the island harbors. Although the 
messages could not be deciphered, suspicions were 
aroused and the authorities withheld delivery. Two 
days later, war was declared on the Netherlands and 
the German ships which had not received the warnings 
were easily captured. 
Vessels thus acquired were turned over to six corpo- 
rations and chartered to various Dutch shipping com- 
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panies. Also taken over by the Indies authorities were 
49 German agricultural enterprises, 227 German com- 
mercial and industrial establishments and 31 small 
independent businesses. These created more of a prob- 
lem than the ships. The government decided that, since 
these holdings “form an integral part of the economy 
of the Netherlands Indies and provide for the employ- 
ment of thousands of Netherlands Indies subjects,” it 
would itself operate the largest and most important of 
them. Following this decision, a number of agricultural 
and commercial and industrial establishments were 
placed under a special government commission, which 
was given the authority to exercise all rights of owner- 
ship without restriction except those applying to all 

enterprises generally. 
The government’s action aroused much criticism 
from the more conservative groups, who felt that the 
German companies should have been 


Control sold to private individuals. If Germany 
Method should win the war, they argued, all this 
Criticized property and the profits derived from 


it must be returned to the original 
owners. If, moreover, Germany should lose the war, the 
proceeds made from German property will go towards 
payment of the German war debt. They expressed the 
belief that it would have been better if the government 
had sold the enterprises so that they would have be- 
come “pure” Dutch companies, with profits passing 
into Dutch hands. To this the administration replied 
that under present conditions the German holdings 
would have to be sold so far below their value that any 
profits from the transaction would accrue to the buyers 
only. 

Although far away from hostilities in Europe, Neth- 
erlands India has made every effort to aid the British. 
First, the Dutch provided as much shipping space as 
possible. In June, 26 Dutch freighters with a capacity 
of 217,700 tons, 18 captured enemy ships with a capac- 
ity of 169,365 tons, and 7 Dutch passenger ships with 
a capacity of 80,162 tons were made available to Great 
Britain on time charter. “To show that profit was not 
the motive” the only charge made was for operation. 
Secondly, the linking of the Netherlands Indies guilder 
with the sterling bloc will make it possible to export a 
surplus of around 100 million guilders worth of goods 
per year. This amount is to be frozen in the Bank of 
England, with the stipulation that it be paid back 
within three years after the war is over. 

Increasing administrative expenditures and the large 
funds appropriated for the defense of the country have 

caused large deficits in the budget. In 


Budget appraising the general financial situa- 
Deficits tion, the President of the Java Bank 
Mounting stated that it would take several years 


for the Indies to return to budgetary 
equilibrium and that, in the meanwhile, the national 
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debt would continue upward. Although government re- 
ceipts for the first half of 1940 were around 17% 
greater than for the corresponding period in 1939, total 
receipts were less than half the total expenditures dur- 
ing the same period. Defense cost alone amounted to 
237 million guilders at the end of July; and a supple- 
mentary expenditure of 22.1 million to increase the 
airforce was asked in the Volksraad. At any rate, as 
a result of the stringent financial condition, old taxes 
have been raised and new ones levied. 

One of the first taxes to be raised was the income tax. 
Everyone who draws a salary or earns a wage, no mat- 
ter how small, is taxed. The regular income tax of 4% 
on low wages was maintained at that level and taxes 
on incomes in the higher brackets were raised 25% 
over the previous rate. Corporation taxes are now 
150-250% higher, while the newly inaugurated war- 
profits tax originally set at 35% was raised to 63%. 
Excise taxes on several commodities in the so-called 
luxury class have also been raised; those on beer are 
now 75-150% higher, while those on cigarettes and pipe 
tobacco were raised from 30-40% and on other tobacco 
from 20-30% of the retail price. The defense export 
duty, which has been in operation since 1937 and which, 
at the beginning of the year, was set at 1% of the 
value of exports, was recently raised to 3%. 

Early in August a special duty of 5%, known as the 
war export duty, was levied on exports of certain 

strategic materials—tin, rubber, cin- 


Special chona and petroleum. When the bill 
Export was brought before the Volksraad for 
Duties criticism, a great deal of dissatisfaction 


was expressed. The objections came 
for the most part from nationalist and labor groups, 
with the flat rate of 5% on all four products drawing 
the most criticism. Several members thought that the 
extremely favorable position of tin at the present time 
warranted a duty of 714%, and that of petroleum a 
minimum of 10% of the value of the export. To this 
the government answered that measuring the relative 
position of each product in respect to the amount of 
profits they reap would be an extremely difficult and 
involved process ; and in view of the present situation, 
prompt action is necessary. 

The government added that the petroleum industry 
was already carrying a heavy tax burden. The tax on 
exploration of territory as prescribed in the Mining 
Law has brought in 12 million guilders annually dur- 
ing the past two years; the one providing for a mini- 
mum fee of 80¢ per metric ton of crude oil extracted 
from newly found wells, around 1.8 million guilders a 
year. Until July 1 the defense export duty on oil sup- 
plied around 1.5 million guilders annually; with the 
recent increase in the rate a sum of 4.5 million guilders 
is expected. The war export duty of 5% will bring in 
around 7.5 million guilders annually as long as the war 
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is on. Added together, some 24 million guilders is taken 
from the petroleum industry annually in the form of 
taxes and 10.5 million of this sum is directly the result 
of the war. Besides this, the corporation tax on oil 
companies has been raised from 20% to 35% and the 
war profits tax from 35% to 63%. 

In the case of tin, the cost of operation varies in the 
different regions. In Billiton, for instance, operation 
costs are said to be considerably higher than elsewhere. 
Also, territories are now being exploited which in nor- 
mal times had closed down because the returns did not 
balance production costs. 

The war in Europe seriously dislocated the trade of 
Netherlands India. Submarine peril on the high seas, 

the British blockade and the gradual 


Serious closing down of European markets all 
Dislocation reacted unfavorably. Europe had been 
of Trade an important market for a number of 


Netherlands Indies products—coffee, 
tea, copra, rubber, tin, to mention only a few of the 
more outstanding ones. Europe was also an important 
source of imports, mainly machinery for the increasing 
industrialization of the islands, packing materials, 
chemicals and fertilizers, dyestuffs and metal manufac- 
tures. Steps were immediately taken to safeguard trade 
with one European market, the mother country, and 
every effort was made to find not only new markets for 
Netherlands Indian produce but also new suppliers of 
manufactured goods. 

The regulations which safeguarded trade with the 
mother country made it possible to avoid the compli- 
cations resulting from the British blockade and to pre- 
serve shipping space for the most essential exports. 
Shipping space was alloted through the Empire Ship- 
ping Bureau and the shipping firms in Holland. Then 
an Ocean Transport Bureau in Batavia determined, on 
the basis of such allotments, exactly what and how 
much was to be shipped during a stated period. The 
Batavia Freight Conference designated the ships which 
were to be used. Goods not coming under the British 
contraband rules were shipped as “free lading,” which 
means as a transaction in normal times between two 
private concerns. Goods which would be declared as 
contraband by the British could be consigned in limited 
quantities to the Netherlands Government. 

Better shipping contacts were established between 
the Indies and the United States and South America. 

When the war broke out last Septem- 


New ber, the Royal Packet Navigation Com- 
Shipping pany (K.P.M.) decided to begin oper- 
Contacts ating the shipping line between South 


Africa and South America which had 
previously been controlled by a German company. 
Since the K.P.M. already has a line from the Indies to 
South Africa, the new connection established the first 
fairly direct contact with South America. Direct con- 


November 6 


nections with the United States have been made across 
the Pacific. 

It is now possible to note the effects of the first eight 
months of the war on the Indies trade. There were 
gains on both sides of the ledger. From September 1939 
through April 1940 exports rose to 597.8 million guild- 
ers as compared with 443.1 million during the corre- 
sponding period of 1938-39. Of this total, exports to 
the United States alone amounted to 145.6 million 
guilders as compared with 72.6 million of the previous 
period, to Japan 27.9 million as compared with 14.3 
million guilders, to Great Britain 23.5 million as com- 
pared with 19.6 million and to Italy 20.8 million as 
compared with 6.6 million. Exports to Australia and 
New Zealand (mostly to Australia), however, declined 
somewhat, from 26.2 million guilders to 24.7 million; 
while those to the Netherlands, Germany and France 
dropped around 33% to 75.8 million guilders (of which 
68.3 million went to the mother country) as compared 
with 100.4 million guilders. 

Imports into the Netherlands Indies during the first 
eight months of the war amounted to 349.5 million 

guilders as compared with 315.6 million 
Total Trade guilders for the same period of 1938- 
Increased 39. From the United States the Indies 

imported 58.2 million guilders of goods 
during the recent period as compared with 43.5 mil- 
lion, from Japan 64.5 million as compared with 51.5 
million, from Italy 5.2 million as compared with 3.6 
million, from Australia and New Zealand 12.3 million 
as compared with 8.2 million, and from the Nether- 
lands 72.7 million as compared with 67.3 million guild- 
ers. Imports from Germany declined to 19.3 million 
guilders as compared with 30.3 million guilders, while 
those from France dropped to 3.9 million guilders from 
6.8 million. 

There have been two important general develop- 
ments in regard to foreign trade since last spring, one 
still in process of settlement. In July the Netherlands 
Indies concluded a commercial agreement with the 
Australian Government which is expected to facilitate 
trade between the two countries. Australia has now 
agreed to consider imports from the Indies on the same 
basis as imports from the other sterling-bloc countries. 
No special licenses or concessions will be demanded, 
although a certificate of origin is required. 

As we go to press trade negotiations with Japan, 
which have been carried on for some time, have not yet 
been concluded. The Japanese Minis- 
ter of Commerce and Industry has 
been visiting Batavia with a group of 
twenty advisers, attempting to obtain 
access to some of the islands’ strategic raw materials, 
particularly oil, which Japan formerly obtained from 
the United States. Although the negotiations are said 
to cover “all state matters,” the question of oil was 


Japan 
Seeks Oil 
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discussed separately “on account of its importance.” 
Among other things, the aviation gasoline which the 
Japanese are anxious to obtain is now claimed to be 
“earmarked” for Great Britain. At the time of writing 
negotiations have reached a dangerous impasse. 

To what extent Netherlands Indies trade will con- 
tinue to increase while European markets fall away, 
remains to be seen. During the first half of 1940 the 
volume of rubber, tin and quinine exports was over 
50% higher than for the same period of 1939; petrol- 
eum exports decreased slightly in quantity but rose 
some 10% higher in value, and several miscellaneous 
agricultural products showed large gains over the 
previous year. Important shifts, however, would scarce- 
ly be found in the total figures for January-June 1940. 
Shipments to Italy, which had more than doubled, were 
stopped in April while those to the mother country, 
which had been one of the most important markets, 
ceased in May. At the same time Germany and the 
Scandinavian countries, which had continued to re- 
ceive shipments from the Indies in the early months of 
the war, were also cut off by the invasion of the Low 
Countries. Even as it was, Netherlands Indies exports 
of copra, palm oil, sugar and tea declined somewhat 
over the first half of 1940 as compared to the corre- 
sponding period in 1939, while the serious fall in coffee 
exports necessitated government regulations for the 
protection of this industry. The prosperity of Nether- 
lands India’s trade will depend, therefore, very largely 
upon how much longer the neutral countries will con- 
tinue to stock up on strategic war materials, and on 
how successfully Netherlands Indies agricultural prod- 
ucts will be able to compete with those of other tropi- 
cal countries. 

One of the not unimportant repercussions of the 
European conflict on Indies trade concerns the United 

States. Because of the war the indus- 
More trialization program, begun during the 
Dependence depression in order to make Nether- 
on U. S. lands India self-sufficient in respect to 

several vitally needed manufactures, 
has been intensified. This in turn has added to the 
difficulties encountered in importing the necessary ma- 
chinery and raw materials, such as dyestuffs and chem- 
icals, from Europe, the main source of such imports 
in the past. The net result is that the islands turned to 
the United States—as during the first World War— 
for the materials formerly supplied by European 
sources, although costs in this country are higher. 

Other steps were also taken to guard against short- 
ages. As soon as the difficulties in the import of raw 
materials became apparent at the outset of the war, 
a bureau was established under the Division of Indus- 
try, Department of Economic Affairs, to stock up on 
vital raw materials, to regulate their distribution and 
to organize a system of transport and communications 
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whereby the outlying regions could be supplied immedi- 
ately if any threat of shortage arose. Experiments were 
made with possible substitutes and technical informa- 
tion given on their use. The bureau also completed the 
registration of all skilled metal workers and guarded 
against rises in the price of limited raw materials. 

The government is also going ahead with its plans to 
establish a cement factory, weaving mills, hydroelectric 

stations, a group of industries includ- 
Industrializa- ing glass, chemical and spinning enter- 
tion prises in the area between Rambang 
Continuing and Surabaya in order to improve con- 

ditions in this poverty-stricken area, a 
norit (activated carbon) plant, a scrap-iron smelting 
plant, a blast furnace and rolling mill and a margarine 
and edible fats factory. In Sumatra high-octane avia- 
tion gasoline plants have already been set up and, early 
this year, it was reported that construction of a smelter 
for producing aluminum oxide from bauxite, an alumi- 
num-rolling and wire-drawing mill and an aluminum- 
ware factory would begin operation in the near future. 
A major chemical industry and a paper mill are also 
planned. 

In June of this year, the Governor-General of Neth- 
erlands India, through the power given him in the 
General Authorization Ordinance, requested the co- 
operation of all industries in the economic mobiliza- 
tion of the islands. This request was embodied in the 
so-called Industrial Cooperation Ordinance and is to 
be effective for six months, thereafter to be lengthened 
for three-month periods if necessary. The act specifies 
that voluntary cooperation must first be requested. If 
this is not given, the matter is investigated by ap- 
pointed authorities. The concerns are given the oppor- 
tunity to present their objections, which may be based 
on such factors as lack of raw materials or labor short- 
age. In such cases they will be exempt from compulsory 
cooperation. If an industry refuses to cooperate with- 
out adequate reasons, the owners or those responsible 
for the operation of the industry are liable to punish- 
ment. The government may also, in urgent cases, ex- 
propriate an industry if full cooperation is lacking. 

As early as April 1939, a Foodstuffs Fund was organ- 
ized, designed to accumulate and maintain enough rice 
stocks for three months consumption 
at various strategic points throughout 
the archipelago. Under this fund the 
government set up a “buffer stock” of 
unshelled rice in the north coast har- 
bors of Java, from which shipments can be made from 
time to time to other regions where stocks run low. If 
these “buffer stocks” are not utilized at the end of the 
rice season, the unshelled rice is brought to the mills 
to be shelled; in the husked form the rice is sent back 
to replenish the regular rice reserves. 

Not only has the Foodstuffs Fund provided for regu- 


Rice Stocks 
at Strategic 
Points 
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lar distribution of rice; it has also been of considerable 
aid in stabilizing the rice market. Previously the abun- 
dant west monsoon harvests would depress prices in the 
paddy market. This would lead rice merchants to ex- 
port their holdings, which in turn would eventually 
result in shortages of rice for domestic consumption. 
By buying up large quantities in Java for future deliv- 
ery at the beginning of the season, the Fund was able 
to prevent sharp declines in paddy prices and, at the 
same time, ensure regular distribution throughout the 
year. Furthermore, the Fund bought rice at prices fixed 
by the Department of Economic Affairs, thereby sup- 
porting the government’s “rice policy.” The unfavor- 
able condition of the South Celebes market, which re- 
sulted from the regulations applied in Menado and in 
the Moluccas, was somewhat alleviated when the Fund 
bought up 4,000 tons of rice in the form of an “aid 
purchase”; this was shipped to West Borneo and 
marked the opening up of a new market in that region. 
The Fund has not hesitated to sell at a loss in regions 
where purchasing power is low and rice is scarce. 
During 1939 alone, 176,500 tons of rice were purchased. 
The Fund organizes its work in cooperation with the 
State Mobilization Council, while the distribution of 
rice is handled by the Department of Economic Affairs 
with the aid of provincial and local administrations. 
The actual job of rotating the reserves, however, is en- 
trusted to prominent business houses, such as the Java 
Bank, in those regions where it is represented, and the 

Netherlands Trading Co. 
While providing for large rice reserves, the govern- 
ment at the same time has encouraged the production 
of food crops. Under the Compulsory 


Local Food Cultivation Ordinance of September 
Production —_ 1939, the Civil Service Department and 
Pushed the Agricultural Information Service 


have expanded the cultivation of food 
crops wherever possible. The ordinance, which has not 
been applied to Java and Madura, has been effective 
in Atjeh and its dependencies, the East Coast of 
Sumatra, Tapanoeli, the West Coast of Sumatra, Riouw 
and its dependencies, Djambi, Banka and Billiton, 
West Borneo and Menado—all regions which are highly 
dependent on imports of rice. In the actual operation 
of the act the compulsory provision has not been exer- 
cised since desired results have been obtained through 
publicity and, in the case of the East Coast of Sumatra, 
through consultations with large agricultural enter- 
prises. 

In the latter region, a number of private agricultural 
companies have made available large tracts of idle land 
harvested in 1938 and 1939 for the planting of food 
crops by the estate coolies or by the indigenous popula- 
tion in the immediate neighborhood. The Deli Planters 
Association, for instance, allowed 3,500 ha. of fields 
harvested in 1939 to be cultivated by their workers; 
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a further area of 10,000 ha. harvested in 1938 was 
planted to maize, cassava and rice. The Amsterdam 
Commercial Association (the H.V.A.) made available 
400 ha. per month, and member companies of the 
Rubber Planters Association of the East Coast of 
Sumatra (the A.V.R.O.S.) contributed 37,512 ha., of 
which 3,567 ha. was to be planted to food crops by 
the companies themselves. In the case of fish, another 
main item in the native diet, and supplied for the most 
part by imports from Singapore, no special regulations 
have been passed; the official Institute of Sea Fish- 
eries, however, has continued its work of improving 

the method and size of the catch. 
The net result of the government’s activities in the 
food field is considered satisfactory. Complete statistics 
are not available, especially those 


Program which would give a picture of the situ- 
Believed ation in the Outer Provinces. It is 
Successful known, however, that imports of for- 


eign rice into Netherlands India in 
1939 were lower than those in 1938, while shipments 
of rice from Java to other parts of the archipelago for 
purposes of reserves increased far above those in 1938. 
The success of the Fund may also be judged from 
market conditions. It was recently reported that the 
rice surplus is so much greater this year than in 1939 
that new outlets are being sought ; during August and 
September alone the Fund planned to export 15,000- 
20,000 tons of rice to South Africa, Singapore and 
Japan. Also noteworthy is the fact that before the 
invasion of the mother country, the Fund was of con- 
siderable aid in purchasing and shipping Indies prod- 
ucts ordered by the Dutch Government in Holland. 
The government took steps to prevent the sharp rise 
in prices and wages which usually occurs during times 
of war by enacting regulations against upward move- 
ments in goods, services, and rents without official 
permission. On September 1, 1939, a regulation was 
passed which fixed domestic prices on the level of 
August 24, 1939, and a number of articles were taken 
off the export list. The latter included all imported 
articles as well as a number of domestic commodities 
such as foodstuffs, cement, metals and scrap metals, 
chemicals and fertilizers. Since then, however, the gov- 
ernment has from time to time allowed a limited in- 
crease in the retail price of certain specified articles, 
and issued licenses for the export of certain products 
which were previously banned. Under official sanction, 
the retail price of bread was 5% higher in August 1940 
than in August 1939, native biscuits 20% higher, mar- 
garine 10%, imported butter 5¢ per tin, a number of 
canned vegetables 30%, sardines 45%, wheat flour and 
grain 40-45% and imported milk and milk preparations 
274%. Another group of articles for daily use, such as 
fuel, matches, lamps and electric light bulbs, soap, 
textiles, etc., have been raised 5-60% above the August 


This content downloaded from 185.2.32.49 on Thu, 12 Jun 2014 19:03:36 PM 
All use subject to JSTOR Terms and Conditions 


1940 


1939 level. 
Of special interest are the data made available by 
the Bureau of Statistics in Batavia on the rise in the 
cost of maintaining households among 


Price four classes of government employees. 
Movements’ In June 1940, the maintenance of a 
Watched family in the lowest bracket of govern- 


ment employees, who average 33 guild- 
ers per month, was 5.4% more than in August 1939. 
In the same period the living costs of the highest paid 
group, those receiving more than 536 guilders per 
month, had increased 5.9%. And the living costs of the 
two middle income groups, those receiving up to 102 
guilders and up to 234 guilders per month, were raised 
3.6% and 6.3% respectively. The cost of food for the 
native population, taking into consideration normal 
seasonal fluctuation, showed a slight rise of around 2% 
above the prewar level. 

Incomes, on the other hand, have not kept pace with 
the rising cost of living. Coolie wages during the first 
eight months of the war remained practically station- 
ary, except for a slight rise in day wages on tea and 
cinchona estates and piecework on coffee, sugar, fiber 
and cassava estates. Salaries of the European personnel 
have also remained at approximately the same level, 
but this group benefits from the increasing profits from 
special bonuses as a result of the war. Registered un- 
employment showed a slight decrease while the number 
of positions open have somewhat increased since the 
outbreak of war. 

This, then, is the story of a colony’s attempt to 
stand on its own feet under conditions almost without 
parallel in the history of the world. Shortly after the 
invasion of the Netherlands, the Governor-General of 
the islands said: ‘“‘Deeply shocked by the fate of the 
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mother country, Netherlands India will nevertheless 
maintain its resiliency, fully realizing that from now 

on it must build upon its own strength 
Position Still in order to maintain its position in 
Critical the world and in support of the badly 

ravaged mother country.” That the 
efforts have met with a degree of success, even discern- 
ible at this early date, is a credit to the foresight and 
ability of the Dutch leaders. It remains to be seen how 
the problems of the even more difficult period now 
opening will be solved. 
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SEVERE RETRENCHMENT IN MANCHOUKUO 


The growing scarcity of funds and materials, both in 
Japan and Manchoukuo, has forced another drastic 
curtailment of industrial plans. This step follows the 
first downward revision of the five-year plan earlier 
this year, made necessary by the decline in trade with 
third countries after the outbreak of war in Europe. 
It was then agreed that the shortage in foreign ex- 
change was to be supplied by Japan, which was also 
to continue its investments in Manchoukuo at the level 
of ¥1,200 million a year. On its part, Manchoukuo was 
to concentrate on the coal, steel and power industries 
and to increase its shipments of minerals and farm 
products to Japan. (See Far Eastern Survey, July 3, 
1940, p. 168.) 

Unfortunately for this plan—which was designed to 
strengthen the Japan-Manchoukuo economic bloc— 
neither side has been able to live up to the agreement, 
largely because of the effects of wartime inflation on 


both countries. A restricted bond market in Japan has 
made it difficult to float Manchurian issues. Japanese 
investments fell 65 million short in the first quarter 
of the current fiscal year and were reduced to 20% of 
the quota during the second quarter. There is now said 
to be little prospect that the entire required amount of 
¥1,200 million, agreed to earlier this year, will be 
raised. 

Japan’s inability to continue investments at a high 
level has been accompanied by a serious decline in 
Manchurian exports to Japan. For the first six months 
of 1940, the latest figures that seem to be available, 
Manchoukuo’s shipments to Japan fell off 11% from 
the corresponding period of the previous year. The de- 
cline amounted to 26% in May and 38% in June. 
There are two main reasons for this unfavorable trend: 
(1) the monopolistic control of farm products has 
caused a drop both in the production and marketing of 
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